(2) Represents an available-for-sale security in which we have less than a 5% ownership interest and
that we consider a non-strategic financial asset in our portfolio.

Capital Group

The Capital Group is focused primarily on video programming and communications technology
and services involving cable, satellite, the Internet and other distribution media. We expect 1o grow the
businesses attributed to the Capital Group by creating new opportunities for our existing businesses and
by acquiring compaaics that leverage and complement those businesses. Over time, we cxpect to
convert many of our non-strategic assets into operating assets or into cash that we would use to pursue
such opportunities. We may also explore other financial transactions and investments with attractive
risk and return characteristics.

Starz Entertainment, LLC

Starz Entertainment, LLC (“Starz Entertainment”}, a wholly-owned subsidiary, provides premium
movie networks and programming distributed by cable, direct-to-home satellite, telephony, the Internet
and other distribution media providers in the United States. Starz Entertainment’s primary service
offerings are (1) Starz, which is primarily a first-run movie service that generally includes Starz plus five
multiplex channels branded with the Starz name, cach of which exhibits movies targeted to a specific
audience and (2) Encore, which airs first-run movies and classic contemporary movies and generally
includes six additional thematic multiplex channels branded with the Encore name, cach of which
exhibits movies based upon individual themes. Starz is generally purchased by subscribers as an
a-la-carte premium scrvice for which subscribers pay a separate monthly charge. Distributors may also
package Starz with other premium services. Encore is generally purchased by subscribers as part of a
digital package, which includes a variety of general entertainment digital networks. Distributors may
also sell Encore un an d-la-carte basis or packaged with Starz. Stare Entertainment’s services also
include MoviePlex, a “‘theme by day” channel featuring a different thematic multiplex channel each
day, on a weekly rotation; IndiePlex, featuring art house and independent films; RetroPlex, featuring
“classic” movies; Starz On Demand; Encore on Demand; Movieplex on Demand and a high definition
feed of the Starz channel on StarzHD. In addition, Starz Entertainment distributes via the Internet
Vongo, a subscription package comprising Starz plus approximately 1,000 movies and 1,500 other video
selections on an on-demand basis, as well as other selected pay-per-view movies. As of December 31,
2006, Starz Entertainment had 15.5 million Starz subscriptions and 27.3 million Encore subscriptions.

Programming networks distribute their services through a number of distribution technologies,
including cable television, direct-to-home satellite, broadcast television and the Internet. Programming
scrvices may be delivered to subscribers as part of a video distributor’s analog or digital package of
programming services for a fixed monthly fce, or may be delivered individually as a “premium”
programming service for a separate monthly charge. Premium services may be scheduled or
“on-demand.” Additionally, single programs or movies may be delivered on a pay-per-view basis for a
per program fee. Whether a programming service is basic, premium or pay-per-view, the programmer
generally enters into separate multi-year affiliation agreements with those distributors that agree to
carty the service. Programmers may aiso provide their pay-per-view and subscription on-demand
services directly to consumers via the Intcrnet. Basic programming services derive their revenue
principally from the sale of advertising time on their networks and from per subscriber license fees
received from distributors. Their continued ability to generate both advertising revenue and subscriber
license fees is dependent on these services’ ability to maintain and renew their affiliation agreements.
Premium and pay-per-view services do not sell advertising and primarily generate their revenue from
subscriber fees.

The majority of Starz Entertainment’s revenue is derived from the dclivery of movies to
subscribers under long-term affiliation agreements with cable systems and direct broadeast satellite
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systems, including Comcast Cable, DirecTV, EchoStar, Time Warner, Charter Communications, Cox
Communications, Cablevision Systems, Insight Communications, Mediacom Communications and the
National Cable Television Cooperative. Some of Starz Entertainment’s affiliation agreements provide
for payments based on the number of subscribers that receive Starz Entertainment’s services. Starz
Enicrtainment also has affiliation agreements with certain of its customers pursuant to which those
customers pay an agreed-upon rate regardless of the number of subscribers. These affiliation
agreements generally provide for contractual rate increases or rate increases tied to the annual increase
in the Consumer Price Index. Starz Entertainment’s agreement with Comcast requires Comcast to carry
the Encore and Thematic Multiplex channels through September 2009 and Starz through

December 2012, Starz Entcrtainment’s affiliation agreement with EchoStar expires in June 2009. The
affiliation agrecment with DirecTV has cxpired, and Starz Entertainment is currently in negotiations
regarding a multi-year distribution agrcement for Starz Entertainment’s service offerings. In addition,
the affiliation agreement with Time Warner, which originally expired on December 31, 2006, has been
extended through May 31, 2007 with provisions for further exiensions through June 30, 2007, Starz
Entertainment’s other affiliation agreements expire between now and December 2009, For the year
ended December 31, 2006, Starz Entertainment earned 67.8% of its total revenue from Comcast,
DirecTV, EchoStar and Time Warner, collectively.

The costs of acquiring rights to programming, including Internet protocol rights, are Starz
Entertainment’s principal expenses. In order to exhibit theatrical motion pictures, Starz Entertainment
enters into agreements o acquire rights from major motion picture producers including Hollywood
Pictures, Touchstone Pictures, Miramax Films, Disney, Revolution Studios, Sony's Columbia Pictures,
Screen Gems and Sony Pictures Classics. Starz Entertainment also has exclusive rights to air first-run
output from an independent studio. These output agreements expire between 2007 and 2011, with
extensions, at the option of two studios, potentially extending the cxpiration dates of those agreements
ta 2013 and 2014,

Starz Entertainment uplinks its programming 1o five non-preemptible, protected transponders on
three domestic satellites. “Protected” status means that, in the event of a transpondecr failure, Starz
Entertainment’s signal will be transferred to a spare transponder or, if none is available, 1o a
preemptible transponder located on the same satellite or, in certain cases, to a transponder on another
satellite owned by the same service provider if one is available at the time of the failure.
“Non-preemptible” status means that, in the event of a transponder failure, Starz Entertainment’s
transponders cannot be preempted in favor of a uscr of a “protected” failure. Starz Entertainment
leases its transponders under long-term lease agreements. At December 31, 2006, Starz Entertainment’s
transponder leascs had termination dates ranging from 2018 1o 2021. Starz Entertainment transmits to
these transponders from its uplink center in Englewood, Colorado.

Starz Media, LLC

In 2006, we acquired 1DT Entertainment from IDT Corp. and renamed it Starz Media. Starz
Media’s operations include home video distribution, live-action television and film production, and
theatrical and non-theatrical animation. Starz Media’s home video distribution business is operated
through its Starz Home Entertainment subsidiary utilizing the Anchor Bay and Manga brands. Anchor
Bay and Manga acquire and license content for home video distribution and have a combined library of
cver 3,850 titles including Thomas the Tank Engine, 3™ Rock From the Sun, Greatest American Hero, and
others. These titles are distributed through national retailers, including Wal-Mart, Target and Best Buy.
Generally, these retailers have the right to return unsold products.

The live-action and animation television film production business comprises three business units:
Starz Productions, Starz Animation and Film Roman. Starz Productions develops and produces
proprietary live-action and animated content for television and direct-to-video/DVD distribution. The
live-action operations focus on horror, science fiction, supernatural and thriller films and include
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Masters of Horror, a film series shown on Showtime, and Masters of Sei Fi, a film series to be shown on
ABC. Animated series include Me, Eloise, The Happy Elf, and Wow! Wow! Wubzy being shown on
Nick Jr.

Through studios based in the United States and Canada, Starz Animation and Film Roman
develop and produce 2D and 3D animated contemt for distribution theatrically, on television and
direct-to-video/DVD. Animation production is focused on proprietary content and is also performed for
third parties. In the third guarter of 2006, Starz Animation released its first full-length animated film,
Everyone’s Hero, In theaters. Starz Animation has two additional animated films carrently in production
that are expected to be released theatrically in 2008, Film Roman’s third-party projects include The
Simpsons and King of the Hill, which are owned and distributed by Fox TV.

Domestically, Starz Media utilizes Twentieth Century Fox (“Fox”) to distribute and market its
theatrical animated filmed products, while internationally it uses foreign sales agents to contract with
foreign distributors. Fox is paid a distribution fec for its services. The domestic box office receipts are
divided between the theatrical distributors and Starz Media based upon negotiated contractual
arrangements on a fitm by film basis. The foreign sales agent will negotiate with distributors on a
territory by territory basis with some contracts requiring minimum guarantees. The international
theatrical sales for Everyone's Hero were not significant due to the genre of the movie.

In the U.S., Starz Media incurs significant marketing, advertising and print costs before and during
the theatrical release of a film 1n an effort to generate awareness of the film, to increase the
consumer’s intent to view the film, and to generate significant consumer interest in subsequent home
video and other anciltary markets. These costs are expensed as incurred. Therefore, Starz Media will
incur losses prior to theatrical release of a film. The foreign distributors are normally responsible for
the marketing and advertising ol films in each of their respective territories,

Starz Entertainment and Starz Media are both wholly-owned subsidiaries of our newly formed
subsidiary, Starz, LLC. We believe that the acquisition of Starz Media will provide opportunities to
exploit all the key domestic and internationat video distribution vehicles: theatrical, premium television,
home video, syndication and Internct. Starz, LLC will have the opportunity to test new programming
ideas on a single platform and then migrate the successful ones to other distribution outlets.

TruePosition, Inc.

TrucPosition, Inc. develops and markets technology for locating wireless phones and other wireless
devices enabling wireless carriers, application providers and other enterprises to provide E-911 services
domestically and other location-based services to mobile users worldwide. “E-9117 or “Enhanced 9117
refers to a Federal Communications Commission mandate requiring wireless carriers to implement
wireless location capability. Cingular Wireless began deploying TruePosition’s technology in late 2002,
and T-Mobile USA began deploying such technology in 2003. As of December 31, 2006, both wireless
carriers are actively deploying TruePosition’s technology and using the technology for E-911. In
addition, as of December 31, 2006 four smaller wireless carricrs have deployed or started to deploy
TruePosition’s technology. Although many of the following services have not yet been developed, and
may nol be developed successfully or at all, TruePosition’s wircless location technology could also be
used to implement a number of commercial location-based services including (1) comfort and security
related applications, including child, pet and elderly tracking; (2) conveniencefinformation services such
as “concierge” and “personal navigation™ to identify and provide directions to the nearest restaurant,
ATM, or gas station or allow travelers to obtain other information specific to their location;

(3) corporate applications, such as flect or asset tracking to enable enterprises to better manage mobile
assets to optimize service or cut costs; (4) entertainment/community services such as “friend finder” or
“m-dating” to allow mobile users to create a localized community of people with similar interests and
receive notification when another group member is close-by; (5) mobile commerce services to help
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users shop or purchase poods or services from the retailer closest to their current Jocation; and
(6) safety related applications to help public or private safety organizations find or track mobile users
in need of assistance or help locate stolen property.

TruePosition earns revenue from the sale of hardware and licensing of software required to
generate location records for wireless phones and other wireless devices on a cellular network and from
the design, installation, testing and commissioning of such hardware and software. In addition,
TrucPosition carns software maintenance revenue through the provision of ongoing technical and
software support. TruePosition has not earned revenue from other location-based services to daie.
Substantially all of TruePosition’s reported revenue in 2004, 2005 and 2006 was derived from Cingular
Wireless, Recognition of revenue earned from T-Mobile is deferred in accordance with the software
recognition rules under generally accepted accounting principles pending delivery of specified elements,
which to date have not been delivercd.

The TruePosilion® Finder™ system is a passive network overlay system designed 10 enable mobile
wircless service providers to determine the location of all network wireless devices, including celluiar
and PCS telephones. Using patented time difference of arrival (TDOA) and angle of arrival (AQA)
technology, the TruePosition Finder™ system calculates the latitude and longitude of a designated
wireless telephone or other transmitter and forwards this information in real time to application
software. TrucPosition offerings cover multiple major wircless technologies inchuding Time Division
Multiple Access (TDMA), Analog Mobile Phone Service (AMPS) and Global System Mobile (GSM).

We own approzimately 89% of the common equity of TruePosition and 100% of the TruePosition
preferred stock, which preferred stock has a liquidation preference of 3427 million at December 31,
2006,

FUN Technologies Inc.

FUN Technologies Inc’s. primary business is the provision of online and interactive casual games
and sports content. FUN provides its services through two divisions: FUN Games and FUN Sports, The
FUN (ames division operates a skill games business through which it operates and licenses various
formats of skill games including (i} pay-for-play, person-to-person and tournament-based interactive
skill games, (i) free games, (iii) downloadable games and (iv) subscription games. The FUN Sports
division operates fantasy sports services offering editorial content, sports data, games and leagues to
consumers and corporate distributors.

FUN Games offers a wide range of free and cash-bascd skill games via its own Internet sites and
its distribution partners. Cash-based skill games are games in which participants must pay an entry
stake to compete against cach other for a prize, and in which the winner is determined based on skill
rather than on chance. FUN provides private-label gaming systems and services to large interactive
entertainment groups, including America Online, EA Sports, Pogo and MSN. FUN Games earns
revenue from fees collected for online lournaments and games managed as well as game download and
subscription fees.

FUN Sports develops, operates and licenses fantasy league-hosting software, content, real-time
sports statistics and interactive games delivered via broadband. The FUN Sports division has private-
label distribution agreements with America Online, the National Basketball Association and
Nascar.com, among others. Through the Company’s own websites, including www.fanball.com and
www.CDMSperts.com, FUN Sports provides fantasy sports contests, content, strategy and insight. It
also owns Fanball.com radic and produces print publications called “Just Cheat Sheets”, “Fantasy
Racing” and “‘Fantasy Football Weekly™.

The FUN Sports division also provides real-time sports information services for sports enthusiasts
through its destination site www.DonBest.com. DonBest provides subscription services for live odds,
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major line move alerts, injury reports, statistical reports, and offers customized information delivery
services and publishes this information real time to its subscribers. DonBest does not participate in any
gambling activities such as accepting or making wagers.

We own approximately 53% of the outstanding common shares of FUN.

On Command Corporation

On Command Corporation, a wholly-owned subsidiary, is a provider of in-room video
entertainment and information services to hotels, motels and resorts (which we collectively refer to as
hotels) primarily in the Upited States, On Command had an installed base of approximately 832,000
rooms at December 31, 2006

The hotels providing On Command’s services collect fees from their guests for the use of On
Command’s services and are provided a commission equal to a negotiated percentageof the pet
revenue earned by On Command for such usage. The amount of revenue realized by On Command is
affected by a variety of factors, including among others, hotel occupancy rates, the “buy rate” or
percentage of occupied rooms that buy movics or services, the quality of On Command’s pay-per-view
movie offerings, business and leisure travel patterns and changes in the number of rooms served. With
the exception of December, which is generally On Command’s lowest month for revenue, On
Command typically does not expericnce significant variations in its monthly revenue that can be
attributed solely 1o scasonal factors.

On Command primarily provides its services under long-term contracts to hotel corporations, hotel
management companies, and individuaily owned and franchised hotel properties. On Command’s
services are offered predominantly in the large deluxe, luxury, and upscale hotel categories serving
business travelers. At December 31, 2006, contracts covering approximately 34.3% of On Command’s
instafled rooms have cxpired, or are scheduled to expire, if not otherwise renewed, during the two-year
period ending December 31, 2008. Marriott, Hyatt and Hilton accounted for approximately 34.9%,
9.3% and 8.6% respectively, of On Command’s room revenue for the year ended December 31, 2006,
These revenue percentages represent all chain affiliations including owned, managed and franchised
hotels.

As noted above, in December 2006, we announced that we had entered into a definitive agreement
to sell Ascent Entertainment Group, Inc., the parent company of On Command, to Lodgenet
Entertainment Corporation for $332 million in cash and 2.05 million shares of Lodgenet common stock
valued at approximately $50 million. The transaction, which is subject to regulatory approval and other
customary closing conditions, is expected to close in mid-2007.

GSN, LLC

GSN, LLC owns and operates GSN. With approximately 61 million Nielsen subscribers as of
December 31, 2006, GSN is a basic cable network dedicated 1o game-related programming and
interactive game playing. GSN offers 24-hour programming featuring game shows, casino games, reality
series, documentaries and other game-related shows. GSN features a full prime-time schedule of
interactive programming, which allows viewers a chance to play along with GSN’s televised games via
GSN.com. GSN programming also includes 12 hours per week of participation television branded as
PLAYMANIA PLAYMANIA contains live interactive game content where home viewers become
contestants, plaving a multitude of interactive word games. number games and puzzles.

GSN’s revenue is primarily derived from the delivery of its programming to subscribers under
long-term affiliation agreements with cable systems, dircct broadcast satellite systems and Telco video
providers and from the sale of advertising on its network. GSN’s affiliation agreements provide for
payments based on the number of subscribers that receive GSN’s services and expire between now and
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2011. GSN is currently out of contract with DirecTV, a distributor that accounts for approximately 25%
of GSN’s current subscriber basc, and is in negotiations for the renewal of such contract. For the year
ended December 31, 2006, GSN eamed approximately 11% of its total revenue from each of Comeast
and DirecTV.

W and Sony Pictures Entertainment, a division of Sony Corporation of America, which is a
subsidiary of Sony Corporation, cach own 50% of GSN, LLC. GSN’s day-to-day operations are
managed by a managcment committee of its board of managers. Pursuant to GSN’s operating
agreement, we and Sony each bave the right to designate half of the members of the management
committee. Also pursuant to the operating agreement, we and Sony have agreed that direct transfers of
our interests in GSN and certain indirect transfers that result in a change of control of the transferring
party are subject to a right of first refusal in favor of the non-transferring member.

WildBlue Comrmunications, Inc.

WildBlue Communications, Inc. delivers two-way broadband Internet access via satellite to homes
and small businesses in rural markets underserved by terrestrial broadband alternatives. WildBlue
provides coverage across the continenta) United States using a 26-inch dish and satellite modem.
WildBlue has a prepaid license for Ka-band capacity an a geostationary satellite located at 111.1
degrees West Longitude. The expected life of the satellite is approximately 15 years. In the event the
satellite fails at any time through July 2007, WildBlue is entitled to reimbursement of the cash
prepayments made for the license. In December 2006, WildBlue successfully launched a second satellite
which is owned by WildBlue and is expected 10 be placed into commercial service late in the first
guarter of 2007,

WildBlue aunched its service in mid-2005 and generates revenue by charging subscription fees for
its Internet access services as well as fees for equipment sales and related installation charges. At
December 31, 2006, WildBlue had over 120,000 subscribers.

We own an approximale 32% equity interest in WildBlue.

News Corporation

News Corporation is a diversified international media and entertainment company with operations
in eight industry segments, including filmed entertainment, television, cable network programming,
direct broadcast satellite television, magazines and inserts, newspapers, book publishing and other.
News Corporation’s activities are conducted principally in the United States, continental Europe, the
United Kingdom, Asia, Australia and the Pacific Basin. News Corporation is a holding company that
conducts all of its activities through subsidiaries and affiliates. Its principal subsidiaries and affiliates
are Fox Fntertainment Group, Inc., Twentieth Century Fox Film Corporation, Fex Television
Holdings, Inc., Fox Broadcasting Company, Fox Sports Networks, Inc., NDS Group plc, News America
Marketing In-Store Services, Inc., News American Marketing FSI, Inc., News International Limited,
News Limited, HarperCollins Publishers, Inc., HarperCollins Publishers Limited, STAR Group Limited,
BSkyB and The DIRECTV Group. We own shares representing an approximate 16.2% equity interest
and an approximate 19% voting interest in News Corporation

As discasscd above, we have entered into an exchange agreement with News Corporation pursuant
to which, if completed, we would exchange our ownership interest in News Corporation for a subsidiary
of News Corporation which would own News Corporation’s interests in The DirecTV Group, Inc.,
three regional sports television networks and approximately $550 million in cash. Consummation of the
exchange, which is subject to various closing conditions, including approval by News Corporation’s
shareholders, regulatory approval and rcceipt of a favorable ruling from the IRS confirming that the
exchange is tax-free, is expected in mid-2007.
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Interactive Group

Anchored by QVC, the Interactive Group is focused on video and online commerce. Qur strategy
is to contine QVC’s organic growth in its existing markets while exploring opportunitics for expansion
in additional international markets. We will also seek to leverage the strength of QVC as a video and
web-based retailer by acquiring complementary businesses. In this regard, we acquired Provide
Commerce and BuySeasons in 2006.

OVC, Inc.

QVC, Inc., a wholly-owned subsidiary, markets and sells a wide variety of consumer products in
the 1.8, and several foreign countries primarily by means of merchandise-focused televised shopping
programs on the QVC television networks and via the Internet through its domestic and international
websites. QVC programming is divided into segments that are televised live with a host who presents
the merchandise, sometimes with the assistance of a guest representing the product vendor, and
conveys information relating to the product to QVC’s viewers. QVC’s websites offer a complement to
tclevised shopping by allowing consumers to purchase a wide assortment of goods that were previously

offered on the OVC networks, as well as other items that are available from QVC only via its websites.

For the year ended December 31, 2006, approximately 20% of QVC’s domestic revenue and
approximately 18% of QVC's total revenue was generated from sales of merchandise ordered through
its various websites.

QVC ofiers a variety of merchandise at competitive prices. QVC purchases, or obtains on
consignment, products from domestic and forcign manufacturers and wholesalers, often on favorable
terms based upon the volume of the transactions. QVC classifies its merchandise into three groups:
home, apparel/accessories and jewelry. For the year ended December 31, 2006, home, apparel/
accessorics and jewelry accounted for approximately 44%, 35% and 21%, respectively, of QVC's net
revenue generated by its United States operations. QVC offers products in each of these merchandise
groups that are exclusive to QVC, as well as popular brand name and other products also available
from other retailers. QVC’s exclusive products arce often endorsed by celebrities, designers and other
well known persenalities, QVC does not depend on any single supplier or designer for a significant
portion of its inventory,

QVC distributes its television programs, via satellite or optical fiber, to multichannel video
program distributors for retransmission to subscribers in the United States, the United Kingdom,
Germany, Japan and neighboring countries that receive QVC’s broadcast signals. In the US., QVC
uplinks its programming from its uplink facility in Pennsylvania to a protected, non-preemptible
transponder on a domestic satellite. QVC’s international business units each obtain uplinking services
from third parties and transmit their programming to non-preemptible transponders on five
international satellites. QVC's transponder scrvice agreement for its demestic transponder expires in
2019, OV(C's iransponder service agreements for its international wransponders expire in 2008 through
2013,

QVC enters into long-term affiliation agreements with satellite and cable television operators who
downlink QVC's programming and distribute the programming to their customers. QVC's affiliation
agreements with these distributors have tcrmination dates ranging from 2007 to 2016. QVC’s ability to
continue to sell products to its customers is dependent on its ability to maintain and renew these
affiliation agreements in the foture.

In return for carrying the QVC signals, each programming distributor in the United States, the
United Kingdom and Germany receives an allocated portion, based npon market share, of up to 5% of
the net sales of merchandise sold via the television programs to customers located in the programming
distributor’s service areas. In Japan, some programming distributors receive an agreed-upon monthly
tee per subscriber regardless of the nct sales, while others carn a variable percentage of net sales. In
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addition 10 sales-based commissions or per-subscriber fees, QVC also makes payments 1o distributors in
the United States for carriage and to secure favorable positioning on channel 35 or below on the
distributor’s channel line-up. QVC believes that a portion of its sales are attributable to purchases
resulting from channel “browsing” and that a channel position near broadcast networks and more
popular cable networks increases the likelihood of such purchases. As a result of the ongoing
conversion of analog cable customers to digital, channel positioning has become more critical due to
the increased channel options on the digital line-up.

QVC’s shopping program is telecast Jive 24 hours a day to approximately 91 million homes in the
United States. QVC Shopping Channel reaches approximately 19 million households in the United
Kingdom and the Republic of Ireland and is broadcast 24 hours a day with 17 hours of live
programming. QVC’s shopping network in Germany, reaches approximately 38 million households
throughout Germany and Austria and is broadcast live 24 hours a day. QVC Japan, QV(C’s joint
venture with Mitsui & Co., LTD, reaches approximately 19 million households and is broadcast live
24 hours a day.

QV sirives to maintain promptness and efficiency in order taking and fulfillment. QVC has four
domestic phone centers that can direct calls from one call center to another as volume mandates, which
reduces a caller’s hold time, helping 1o ensure that orders will not be lost as a result of hang-ups. QVC
also has one phone center in cach of the United Kingdom and Japan and two call centers in Germany.
OV alkso utilizes computerized voice response units, which handle approximately 34% of all orders
taken. QVC has seven distribution centers worldwide and is able to ship approximately 92% of its
orders within 48 hours.

OVC’s business is seasonal due to a higher volume of sales in the fourth calendar quarter related
to year-end holiday shopping. In recent years, QVC has carned 22%-23% of its revenue in each of the
first three quarters of the year and 329-33% of its revenue in the fourth quarter of the year.

Provide Commerce, Inc.

Provide Commesce, Inc., a wholly-owned subsidiary that we acquired in February 2006, operates an
e-commerce marketplace of websites that offers high-quality perishable products direct from suppliers
te consumers. Provide Commerce combines an online storefront, proprietary supply chain management
technology, cstablished supplier relationships and integrated logistical relationships with Federal
Express Corporation and United Parcel Service, Inc. to create a market platform that bypasses
traditional supply chains of wholesalers, distributors and retailers. Provide Commerce derives its
revenue primarily from the sale of flowers and plants on its proflowers.com website and from the sale
of gourmet foods from its branded websites: Cherry Moon Farms, for fresh premium fruits; Uptown
Prime, for premium meats and seafood; Secret Spoon, for fresh sweets and confections; and Shari’s
Berries, for chocolate-dipped berries and related gifting products, Provide Commeree also enters into
arrangements with businesses desining to offer high-quality, time-sensitive or perishable products to
customers on a co-branded or private label basis, designing and hosting dedicated websites on behalf of
such clients.

Provide Commerce initially launched its marketplace to sell and deliver flowers. Provide
Commerce later expanded its offerings to include premium meats and seafood, fresh premium fruits
and confections. The sale of flowers continues to be Provide Commerce’s most significant product
comprising approximately 94% of its sales. The sale of flowers is seasonal with over 65% of sales
coming from purchases for Valentine’s Day and Mother's Day in the first and sceond quarters of the
year. Provide Commerce depends on threc supplicrs for approximately 55% of its floral products. The
loss of any of these suppliers could adversely impact Provide Commerce.

Provide Commerce believes that one of the keys to its success is the ability to deliver products on
time and fresher than i1s competitors thereby providing a better value for its customers. Provide

I-12

LMC.1.D.0000149



Commerce maintains a customer service center located at its corporate headquarters to respond to
customer phone calls and cmails 24 hours a day, seven days a week. Due to the retail nature of its
business, no single customer accounted for more than 10% of Provide Commerce’s revenue in 2006.

BuySeasons, Inc.

BuySeasons, Inc., a wholly-owned subsidiary that we acquired in Aogust 2006, operates
BuyCostumes.com, an on-line rctailer of costumes, accesscries, décor and party supplies.
BuyCostumes.com provides a single destination for children and adults looking for solutions for
celebration and costuming events. BuySeasons earns revenue from the sale of its costumes and
accessories to retail customers who order via the BuyCostumes.com website. Additionally, BuySeasons
carns revenue from its BuySeasons Direct business which offers drop-ship fulfillment of its products for
other retailers. While over 90% of BuySeason’s products are also available from other on-line and
traditional brick-and-mortar retailers, BuySeasons believes that no other single retailer offers the range
of products within its niche that BuySecasons offers. BuySeasons also has exclusive arrangements to
purchase products that are only available from BuySeasons. BuySeasons works with manufacturers to
design costumes and accessories for which BuySeasons has exclusive rights for a predetermined period
of time. BuySeasons purchases its products from various suppliers, both domestic and international.
BuySeasons depends on two suppliers for approximately 30% of its costumes and accessories. The loss
of either of these suppliers could adversely impact BuySeasons.

BuyScasons believes that the key to its success is a combination of a large assortment of on-line
products, value pricing and a high level of customer service. BuySeason’s business is highly seasonal
with nearly 75% of its revenue earned in September and October due to the Halloween holiday.
BuySeasons maintains a customer scrvice center at its corporate headquarters. Customer service
representatives are available 24 hours a day, seven days a weck during its busy season to respond to
customer questions. BuySeasons also leases warehouse space to store inventory and ship orders to
customers. The customer service center and warchouse staffing is scalable, and BuySeasons employs
contract labor to react to higher volume during the peak Halloween season.

Fxpedia, Inc.

Expedia, Inc. is among the world’s leading travel services companies, making travel products and
services avzilable to leisure and corporate travelers in the United States and abroad through a
diversified portfolio of brands, including Expedia, Hotels.com, Hotwire, Expedia Corporate Travel,
Classic Custom Vacations and a range of other domestic and international brands and businesses.
Expedia’s various brands and businesses target the needs of different consumers, including those who
are focused exclusively on price and those who are focused on the breadth of product selection and
quality of services. Expedia has created an casily accessible global travel marketplace, allowing
customers to research, plan and book travel products and services from travel suppliers and allows
these travel suppliers to efficiently reach and provide their products and services to Expedia customers.
Through its diversified portfolio of domestic and international brands and businesses, Expedia makes
available, on a stand-alone and package hasis, travel products and services provided by numerous
airlines, lodging properties, car rental companies, cruise lines and destination service providers, such as
attractions and tours. Using a portfolio approach for Expedia’s brands and businesses allows it to target
a broad range of customers looking for different value propositions. Expedia reaches many customers
in several countries and multiple continents through its various brands and businesses, typically
customizing international points of sale to reflect local language, currency, castoms, traveler behavior
and preferences and local hotel markets, all of which may vary from country to country.

Expedia generates revenue by reserving travel services as the merchant of record and reselling
these services to customers at a profit. Expedia also generates revenue by passing reservations booked
by its customers (o the relevant services for a fee or commission.
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We indirectly own an approximate 21% equity interest and a 53% voting interest in Expedia. We
havc entered into governance arrangements pursuant to which Mr. Barry Diller, Chairman of the
Board and Senior Executive Officer of Expedia, is currently entitied to vote our shares of Expedia,
subject to certain limitations. Through our governance arrangements we have the right to appoint and
have appointed two of the ten members of Expedia’s board of directors.

IAC/InterActiveCorp

IAC/ InterActiveCorp is a multi-brand interactive commerce company transacting business
worldwide via the Internet, television and the telephone. IAC’s portfolio of companies collectively
enables direct-te-consumer transactions across many areas, including home shopping, cvent ticketing,
personals, travel, teleservices and local services.

TAC consists of the following sectors:

* Retailing, which includes HSN, Corncrstone Brands, Inc., Shoebuy.com and international home
shopping channels;

» Services, which includes Ticketmaster, Lending Tree and its affiliated brands and businesses, and
service outsourcers:

» Media and Advertising, which includes Ask.com and Citysearch; and

« Mcmbership and Subscriptions, which includes match.com, Entertainment Publications, which
promotes merchants through consumer savings, and Interval International, which offers services
to time share vacation owners.

IAC's businesses largely act as intermediaries between suppliers and consumers. IAC aggregates
supply from a varicty of sources and captures consumer demand across a variety of channels.

We indirectly own an approximate 24% equity interest and a 57% voting interest in IAC. We have
entered into governance arrangements pursuant 10 which Mr. Barry Diller, Chairman of the Board and
CEO of IAC, is currently entitled to vote our shares of IAC, subject to certain limitations. Through our
governance arrangements we have the right to appoint and have appointed two of thirteen members of
IAC’s board of directors.

Regulatory Matters
Programming and Interactive Television Services

In the United States, the FCC regulates the providers of satellite communications services and
facilities for the transmission of programming services, the cable television systems that carry such
services, and, to some extent, the availability of the programming services themselves through its
regulation of program licensing, Cable television systems in the United States are also regulated by
municipalities or other state and local government authorities. Cable television systems are currently
subject to federal rate regulation on the provision of basic scrvice, except where subject to effective
competition under FCC rules, and continued rate regulation or other franchise conditions could place
downward pressure on the fees cable television companies are willing or able 1o pay for programming
services in which we have interests. Regulatory carriage reguirements also could adversely affect the
number of channcls available to carry the programming services in which we have an interest.

Regulation of Program Licensing. 'The Cable Television Consumer Protection and Competition Act
of 1992 (the 1992 Cable Act) directed the FCC to promulgate regulations regarding the sale and
acquisition of cablc programming between multi-channel video programming distributors (including
cable operators) and satellite-delivered programming services in which a cable operator has an
attributable interest. The legislation and the implementing regulations adopted by the FCC preclude
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virtually all exclusive programming contracts between cable operators and satellite programmecrs
affiliated with any cable operator (uniess the FCC first determnes the contract serves the public
interest) and generally prohibit a cable operator that has an attributable interest in a sateilite
programmet from improperly influcncing the terms and conditions of sale to unaffiliated multi-channel
video programming distributors. Further, the 1992 Cable Act requires that such affiliated programmers
make their programming services available to cable operators and competing multi-channel video
programming distributors such as multi-channe! multi-point distribution systems, which we refer to as
MMDS, and direct broadcast satellite distributors on terms and conditions that do not unfairly
discriminatc among distributors. The Telecommunications Act of 1996 extended these rules to
programming services in which telephone companies and other common carriers have attributable
ownership interests. The FCC revised its program licensing rules by implementing a damages remedy in
situations where the defendant knowingly violates the regulations and by establishing a timeline for the
resolution of complaints, among other things. Although we no longer own Liberty Cablevision of
Puerto Rico Ltd. (*LCPR™), FCC rules continue to attribute an ownership interest in LCPR to us,
thereby subjecting us and satelfite-delivered programming services in which we have an interest to the
program access rules. The prohibition on exclusive programming contracts is scheduled to sunset in
2007, but the FCC likely will initiate a rulemaking proceeding regarding extension of such prohibition
of exclusive contracts.

Regulation of Carriage of Programming. Under the 1992 Cable Act, the FCC has adopted
regulations prohibiting cable operators from requiring a financial interest in a programming service as a
condition to carriage of such service, coercing exclusive rights in a programming service or favoring
affiliated programmers so as to restrain unreasonably the ability of unaffiliated programmers to
compete.

Regulation of Ownership. The 1992 Cable Act required the FCC, among other things, (1} to
prescribe rules and regulations establishing reasonable limits on the number of channels on a cable
system that will be allowed to carry programming in which the owner of such cable system has an
attributable interest and (2) to congsider the necessity and appropriateness of imposing limitations on
the degree to which multi-channe! video programming distributors {including cable operators) may
engage in the creation or production of vidco programming. In 1993, the FCC adopted regulations
limiting carriage by a cable operator of national programming services in which that operator holds an
attributable interest 1o 40% of the first 75 activated channels on each of the cable operator’s systems.
The rules provided for the use of two additional channels or a 45% limit, whichever is greater,
provided that the additional channels carried minority-controlled programming services. The regulations
also grandfathered existing carriage arrangements that exceeded the channel limits, but required new
channel capacity to be devoted to unaffiliated programming services until the system achieved
compliance with the regulations. These channel occupancy limits applied only up to 75 activated
channels on the cable system, and the rules did not apply to local or regional programming services.
However, in 2001, the United States Court of Appeals for the District of Columbia Circuit found that
the FCC had failed to justify adequately the channel occupancy limit, vacated the FCC's decision and
remanded the rule to the FCC for further consideration. In respense to the Court’s decision, the FCC
issucd further notices of proposed rulemaking in 2001 and in 2005 to consider channel occupancy
limitations. Even if these rules were readopted by the FCC, they would have littie impact on
programming companies in which we have interests based upon our current attributable ownership
interests in cablc systems.

In its 2001 decision, the Court of Appeals also vacated the FCC’s rule imposing a thirty percent
himit on the number of subscribers served by systems nationwide in which a multiple system operator
can have an attributable ownership interest. The FCC presently is conducting a rulemaking regarding
this ownership limitation and its ownership attribution standards.
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‘The FCC’s rules also generally had prohibited common ownership of a cable system and broadcast
television station with overlapping service areas. In 2002, the United States Court of Appcals for the
District of Columbia Circuit held that the FCC’s decision to retain the cable/broadcast cross-ownership
rule was arbitrary and capricivus and vacated the rule. The FCC did not seek Supreme Court review of
this decision or initiate & new rulemaking proceeding, The FCC rules continue to prohibit common
ownership of a cable system and MMDS with overlapping service areas.

Regulation of Carriage of Broadcast Stations. The 1992 Cable Act granted broadcasters a choice of
must carry rights or retransmission consent rights. The rules adopted by the FCC generally provided for
mandatory carriage by cable systems of all local full-power commercial television broadeast signals
selecting must carry rights and, depending on a cable system’s channel capacity, non-commercial
television broadcast signals. Such statutorily mandated carriage of broadcast stations coupled with the
provisions of the Cable Communications Policy Act of 1984, which require cable television systems with
36 or mote “activated” channels to reserve a percentage of such channels for commercial use by
unaffiliated third parties and permit franchise authorities to require the cable operator to provide
channel capacity, equipment and facilities for public, educational and government access channels,
could adversely affect some or substantially all of the programming companics in which we have
interests by limiting the carriage of such services in cable systems with limited channel capacity. In
2001, the FCC adopted rules relating to the cable carriage of digital television signals. Among other
things, the rules clarify that a digital-only television station can assert a right to analog or digital
carriage on a cable system. The FCC initiated a further proceeding to determine whether television
stations may assert rights to carriage of both analog and digital signals during the transition to digital
tclevision and to carriage of all digital signals. In 2005, the FCC denied mandatory dual carriage of a
television station’s analog and digital signals during the digital television transition and also denied
mandatory carriage of all of a television station’s digital signals, other than its “primary” signal.
Television station owners continue to seek reconsideration of the FCC’s decision and may seek judicial
review or legislative change of the FCC’s decision.

Closed Captioning and Video Description Regulation. The Telecommunications Act of 1996 also
required the FCC to cstablish rules and an implementation schedule to ensure that video programming
is fully accessible to the hearing impaired through closed captioning. The rules adopted by the FCC
require substantial closed captioning over an eight to ten year phasc-in period, which began in 2000,
with only limited exemptions. As a result, the programming companies in which we have interests may
incur costs for closed captioning.

A-La-Carte Proceeding.  In 2004, the FCC’s Media Bureau conducted a notice of inquiry
proceeding regarding the feasibility of selling video programming services “a-la-carte,” ic. on an
intlividual or small tier basis. The Media Bureau released a report in 2004, which concluded that
a-la-carte sales of video programming services would not result in lower video programming costs for
most consumers and that they would adversely affect video programming networks. On February 9,
2006, the Media Bureau released a new report which stated that the 2004 report was {lawed and which
concluded that i-la-carie sales could be in the best interests of consumers. Although the FCC cannot
mandate a-la-carte sales, its endorsement of the concept could encourage Congress to consider
proposals to mandatc a-la-carte sales or otherwise seek to impose greater regulatory controls on how
cable programming is sold. The programming companies that distribute their services in tiers or
packages of programming services would experience decreased distribution if 4-la-carte carriage were
mandated,

Copyright Regulation. The programming companies in which we have interests must obtain any
nccessary music performance rights from the rights holders. These rights generally are controlled by the
music performance rights organizations of the American Society of Composers, Authors and Publishers
{ASCAP), Broadcast Music, Inc. (BM1) and the Society of Furopean Stage Authors and Composers
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{SESAC), each with rights to the music of various artists. The programming companies in which we
have interests generally have obtained the necessary rights through separate agreements with ASCAP,
BMI and SESAC, which have negotiated agreements with some programmers that include new rate
structures and may require retroactive rate increases. Certain of the programming companies also have
obtained licenses for music performance rights outside the United States through various licensing
apencies tocated m the foreign countries in which their services are distributed.

Satellites and Uplink. In general, authorization from the FCC must be obtained for the
construction and operation of a communications satellite. The FCC authorizes utilization of satellite
orbital slots assigned to the United States by the World Administrative Radio Conference. Such slots
are finite in number, thus limiting the number of carriers that can provide satellite transponders and
the number of transponders available for transmission of programming services. At present, however,
there are numerous competing satellite service providers that make transponders available for video
services (o the cable industry. The FCC also regulates the earth stations uplinking to and/or
downlinking from such satellites.

Internet Services

The Internet businesses in which we have interests are subject, both directly and indirectly, to
various laws and governmental regulations. Certain of our subsidiaries engaged in the provision of
goods and services over the Internet must comply with federal and state laws and regulations applicable
to online communications and commerce. For example, the Children’s Online Privacy Protection Act
prohibits web sites from collecting personally identifiable information online from children under age
13 without parcntal consent and imposcs a number of operational requirements. Certain email activities
are subject to the Controlling the Assault of Non-Solicited Pornography and Marketing Act of 2003,
commonly known as the CAN-SPAM Act. The CAN-SPAM Act regulates the sending of unsolicited
commercial email by requiring the email sender, among other things, to comply with specific disclosure
requirements and to provide an “opt-out” mechanism for recipients. Both of these laws include
statutory penalties for non-compliance. Various states also have adopted laws regulating certain aspects
of Internet communications. Goods sold over the Internet also must comply with traditional regulatory
requirements, such as the Federal Trade Commission requirements regarding truthful and accuraie
claims. With regard to state and local taxes, legislation enacted by Congress in 2004 extended the
moratorium on such taxes on Intemet access and commerce until November 1, 2007,

Congress and individual states may consider additional enline privacy legislation, Other Internet-
related laws and rcgulations enacted in the future may cover issnes such as defamatory speech,
copyright infringement, pricing and characteristics and quality of products and services. The future
adoption of such laws or regulations may slow the growth of commercial online services and the
Internet, which could in turn cause a decline in the demand for the services and products of the
Internet companies in which we have intercsis and increase such companies’ costs of doing business or
othcrwise have an adverse effect on their businesses, operating results and financial conditions.
Moreover, the applicability to commercial online scrvices and the Internet of existing laws governing
issues such as property ownership, libel, personal privacy and taxation is uncertain and could expose
these companics to substantial liability.

Orher Regulation

We also have significant ownership interests on a cost basis in other entities, such as News
Corporation and Sprint Nextel Corporation, which are extensively regulated. For example, the
broadcast stations owned and the direct broadcast satellite service controlled by News Cozp. are subject
to a variety of FCC regulations. Sprint Nextel is subject not only to federal regulation but also to
regulation in varying degrees, depending on the jurisdiction, by state and local regulatory authorities.
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Proposed Changes in Regulation

The regulation of programming services, cable television systems and satellite liconsees is subject to
the political process and has been in constant flux over the past decade. Further material changes in
the Taw and regulalory requirements must be anticipated and there can be no assurance that our
business will not be adverscly affected by future legislation, new regulation or deregulation.

Competation

Our businesses that engage in video and on-line commerce compete with traditional offline and
online retailers ranging from large department stores to specialty shops, other electronic retailers, direct
marketing rctailers, such as mail order and catalog companies, and discount retailers. In addition, QVC
and IAC’s subsidiary, Home Shopping Network, compete for access to customers and audicnee share
with other conventional forms of enteriainment and content. Provide Commerce competes with online
floral providers such as 1-800-FLOWERS and Hallmark Flowers and floral wire services such as FTD
and Teleflora. We believe that the principal competitive factors in the markets in which our electronic
commerce businesses compete are high-quality products, freshness, brand recognition, selection,
convenience, price, website performance, customer service and accuracy of order shipment.

Our businesses that distribute programming for cable and satellite television compete with other
programmers for distribution on a limited number of channels. Increasing concentration in the
multichannel video distribution industry could adversely affect the programming companies in which we
have interests by reducing the number of distributors to whom they sell their programming, subjecting
more of their programming sales to velume discounts and increasing the distributors” bargaining power
in negotiating new affiliation agreements. Once distribution is obtained, the programming services of
our programming businesses compete for viewers and advertisers with other cable and off-air broadcast
television programming services as well as with other entertainment media, including home video,
pay-per-view services, online activities, movies and other forms of news, information and entertainment.
Our programming businesses also compete for creative talent and programming content. In addition,
Starz Entcrtainment relics on third parties for substantially all of its programming content whereas
Starz Entertainment’s competitors produce some of their own programming content. We believe that
the principal competitive factors for our programming businesses are prices charged for programming,
the quantity, quality and variety of the programming offered and the effectiveness of marketing efforts.

QOur businesses that offer services through the Internet compete with businesses that offer their
own services directly through the Internet as well as with online and offline providers of similar services
including providers of ticketing services, lending services, travel agencies, operators of destination
search sites and search-centric portals, search technology providers, online advertising networks, site
aggregation companies, media, telecommunications and cable companies, Internet service providers and
niche competitors that focus on a specific category or geography. Expedia also competes with hoteliers
and airlines as well as travel planning service providers, including aggregator sites that offer inventory
from multiple suppliers, such as airline sites, Orbitz, Travelocity and Priceline, and with American
Express and Navigant International, providers of corporate travel services. We believe that the principal
competitive factors in the markets in which our businesses that offer services through the Internet
engage are selection, price, availability of inventory, convenience, brand recognition, accessibility,
customer service, reliability, website performance, and ease of usc.

Starz Media faces competition from companies within the entertainment business and from
alternative forms of leisure entertainment. Starz Media’s animated films compete directly with other
animation producer/motion picture studio teams including Pixar, Disney, DreamWorks, and Blue Sky/
Twentieth Century Fox, among others. Because of the importance of the domestic theatrical market in
determining revenue from other sources, the primary competition for Starz Media’s planned theatrical
films and its other filmed products comes from both animated and live-action films that are targeted at
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sumilar audiences and released into the domestic theatrical market at approximately the same time as
Starz Media’s films. In addition o competing for box office receipts, Starz Media competes with other
film studios over optimal release dates and the number of motion picture scteens on which movies are
exhibited. In addition, it compctes with other films released into the international theatrical market and
the worldwide home video/DVD} and television markets. Starz Media also competes with other movie
studios for the services of creative and technical personnel, particularly in the fields of amimation and
technical direction,

The Anchor Bay and Manga distribution operations compete with the distribution divisions of
major theatrical production companies, as well as with several other independent home video/DVD
distribution companies, including GoodTimes Entertainment, Lyrick Studios, Sony Wonder and V1Z
Entertainment.

Employees

As of December 31, 2006, we had 65 corporate employees, and our consolidated subsidiaries had
an aggregate of approximalely 14,700 employees. We belicve that our employee relations are good.

(d) Financial Information About Geographic Areas

For financial information related to the geographic areas in which we do business, see note 18 to
our consolidated financial statements found in Part 11 of this report.

(eY Available Information

All of our filings with the Securities and Exchange Commission (the “SEC”), including our
Form 10-Ks, Form 10-(Qs and Form 8-Ks, as well as amendments to such filings are available on our
Internet website free of charge generally within 24 hours after we file such material with the SEC. Our
website address is www libertymedia.com,

Our corporate governance guidelines, code of ethics, compensation committee charter, nominating
and corporate governance committee charter, and audit committee charter are available on our website.
In addition, we will provide a copy of any of these documents, free of charge, to any shareholder who
calls or submits a request in writing to Investor Relations, Liberty Media Corporation, 12300 Liberty
Boulevard, Englewood, Colorado 80112, Tel. No. (877) 772-1518.

The information contained on our website is not incorporated by reference herein.

Item 1A4. Risk Factors

The risks described below and elsewhere in this annual report are not the only ones that relate to our
businesses or our capitulization. The risks described below are considered o be the most material However,
there may be other unknown or unpredictable ¢conomic, business, competitive, regulatory or other factors
that alse could have material adverse effects on our businesses. Pust financial performance may not be a
reliable indicator of future performance and historical trends should not be used to aniicipaie resulis or
trends in future periods. If any of the events described below were 10 occur, our businesses, prospects,
Jimancial condition, results of operations andfor cash flows could be materially adversely affected.

Risks Factors Relating to the Ownership of our Common Stock

The nsks described below apply to the ownership of tracking stock in general, and our common
stock in particular.

Our board of directors can cause a separation of either group from our company by redeeming stock of
that group for stock of a “qualifying” subsidiary, in which case our stockholders may suffer a loss in value,
Our board of directors may, without stockbolder approval, redeem all or a portion of the shares of
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Liberty Interactive common stock or Liberty Capital common stock for shares of one or more of our
“qualifying” subsidiaries that own only assets and liabilities attributed to the Interactive Group or the
Capital Group, as the case may be, provided that our board of directors has determined that the
redemption is expected to qualify for nonrecognition of gain or loss (in whole or in part) for U.S.
tederal income tax purposes to the holders of the common stock being redeemed. Such a redemption
would resuit in the subsidiary or subsidiaries becoming independent of us. If our board of directors
chooses to redeem shares of common stock of a group:

* the value of the subsidiary shares received in the redemption could be or become less than the
value of the common stock redeemed; and/or

* the market value of any remaining shares of Liberty Interactive common stock or Liberty Capital
common stock may decrease from their market value immediately before the redemption.

The valuc of the subsidiary shares and/or the market valuz of the remaining shares of Liberty
Interactive common stock and/or Liberty Capital common stock may decrease in part because the
subsidiary and/or our remaining businesses may no longer benefit from the advantages of doing
business under common ownership.

Holders of Liberty Interactive common stock and Liberty Capital common stock are comman
stockholders of our company and are, therefore, subject to risks associated with an investment in our
company as a whole, even if a holder owns shares of only the common stock of one of our groups. We
retatn legal title to all of our assets and our capitalization does not limit our legal responsibility, or that
of our subsidianes, for the liabilities attributed to either the Interactive Group or the Capital Group.
Holders of Liberty Interactive common stock and Liberty Capital common stock do not have any legal
rights related to specific assets attributed to either of the Interactive Group or the Capital Group and,
in any liquidation, holders of Liberty Interactive common stock and holders of Liberty Capital common
stock arc cntitled to reccive a pro rata share of our availabie net asscts based on the number of
liquidation units that are attributed to each group.

We could be required to use assets atinibuted to one group to pay liabilities attributed to another group.
The assets attributed to one group are polentially subject to the liabilities, including tax liabilities,
attnbuted to the other group, even if those labilitics arise from lawsuits, contracts or indebtedness that
arc attributed (o such other group. While our current management and allocation policies provide that
transfers of assets between groups will result in the creation of an inter-group loan or an inier-group
interest, no provision of our amended charter prevents us from satisfying hiabilities of one group with
assets of the other group, and our creditors are not in any way limited by our tracking stock
capitalization from proceeding against any assets they could have proceeded against if we did not have
a tracking stock capitalization.

The marker price of Liberty Interactive comimon stock and Liberty Capital common stock may not
reflect the performance of the Interactive Group and the Capital Group, respectively, as we intend. We
cannot assure you that the market price of the common stock of a group does, in fact, reflect the
performance of the group of businesses, assets and liabilities attributed to that group. Holders of
Liberty Interactive common stock and Liberty Capital commaon stock are common stockholders of our
company as a whole and, as such, are subject to all risks associated with an investment in our company
and all of our businesses, assets and Jiabilities. As a result, the market price of each series of stock of a
group may simply reflect the performance of our company as a whole or may more independently
reflect the performance of some or all of the group of assets attributed to such group. In addition,
investors may discount the value of the stock of a group because it is part of a common enterprise
rather than a stand-alone entity.

The market price of the Liberty Interactive common stock and the Liberty Capital common stock may
be volatile, could fluctuate substantially and could be affected by factors that do not affect raditional
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common stock. To the extent the market price of the Liberty Interactive common stock or the Liberty
Capital common stock track the performance of more focused groups of businesses, assets and
liabilities than those of our company as a whole, the market prices of these stocks may be mare volatile
than the market prices of our common stock would have been had we never implemented our tracking
stock structure. The market prices of the Liberty Interactive common stock and the Liberty Capital
common stock may be matenally affectcd by, among other things:

+ actual or anticipated fluctuations in either group’s operating results or in the operating results of
particular companies attributable to either group;

potential acquisition activity by us or the companies in which we invest;

+ issuances of debt or equity securities to raise capital by us or the companies in which we invest
and the manner in which that debt or the proceeds of an equity issnance are attributed to each
of the groups;

changes in financial estimates by securities analysts regarding the Liberty Interactive common
stock or the Liberty Capital common stock or the companies attributable to either group;

* the complex nature and the potential difficulties investors may have in understanding the terms
of the Liberty Interactive common stock and the Liberty Capital common stock, as well as
concerns regarding the possible effect of certain of those terms on an investment in the stock
relating to cither group; or

* general market conditions.

The market value of both the Liberty Interactive common stock and the Liberty Capital common stock
could be adversely affected by events involving the assets and businesses attributed to only one of such
groups. Events relating to one of our groups, such as earnings announcements or announcements of
new products or services, acquisitions or dispositions that the market does not view favorably, may
adversely affect the market value of the common stock of both of our groups. Because we are the
issuer of both the Liberty Interactive common stock and the Liberty Capital common stock, an adverse
market reaction to events relating to the assets and businesses attributed to one of our groups may, by
association, cause an adverse reaction to the common stock of the other group. This could occur even
if the tripgering event is not material to us as a whole. In addition, the incurrence of significant
indebtedness by us or any of our subsidiarics on behalf of one group, including indebtedness incurred
or assummed in connection with acquisitions of or investments in businesses, would continue to affect
our credil rating, and that of our subsidiaries, and therefore could increase the borrowing costs of
businesses attributable to the other group or the borrowing costs of our company as a whole.

We may not pay dividends equally or at alf on Libenty Interactive common stock or Liberty Capital
common stock.  We do not presently intend to pay cash dividends on either the Liberty Interactive
common stock or the Liberty Capital common stock for the foreseeable future, However, we have the
right to pay dividends on the shares of common stock of each group in equal or unequal amounts. In
addition, any dividends or distributions on, or repurchases of, shares relating to either group will
reduce our assets legally available to be paid as dividends on the shares relating to the other group.

Our tracking stock capital structure could create conflicts of interest, and our board of directors may
make decisions thai could adversely affect only some holders of our commmon stock. Our tracking stock
capital structurc could give rise to occasions when the interests of holders of stock of one group might
diverge or appear to diverge from the interests of holders of stock of the other group. In addition,
given the nature of their businesses, there may be inherent conflicts of interests between the Interactive
Group and the Capital Group. Our officers and directors owe fiduciary duties to all of our
stockholders. The fiduciary duties owed by such officers and directors are to our company as a whole,
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and decisions deemed to be in the best interest of our company may not be in the best interest of a
particular group when considered independently. Examples include:

* decisions as to the terms of any business relationships that may be created between the
Interactive Group and the Capital Group or the terms of any transfer of assets between the
groups;

decisions as to the allocation of consideration between the holders of the Liberty Interactive
common stock and the Liberty Capital common stock, or between the stocks relating to either
group, to be received in connection with a merger involving our company;

decisions as to the allocation of corporate opportunities between the two groups, especially
where the opportunities might meet the strategic business objectives of both groups;

* decisions as to operational, financial and tax matters that could be considered detrimental to
one group but beneficial to the other,

decisions as to the conversion of shares of Liberty Interactive common stock into shares of
Liberty Capital common stock;

decisions rcgarding the creation of, and, if created, the subsequent increase or decrease of any
inter-group interest that one group may own in the other;

decisions as to the internal or external financing attributable to businesses or assets attriboted to
cither group;

* decisions as to the dispositions of assets of cither group; and
* decisions as to the payment of dividends on the stock relating to either group.

In addition, if directors own disproportionate interests (in percentage or value terms) in the
Liberty Interactive common stock or the Liberty Capital common stock, that disparity could create or
appear to create conflicts of intercst when they are faced with decisions that could have different
implications for the holders of the Liberty Interactive common stock and the Liberty Capital common
stock.

Other than pursuant 1o centain general management and allocation policies, we have not adopted any
specific procedures for consideration of matters involving a divergence of interests among holders of shares
of stock relating ro the two different groups, or among holders of different series of stock relating 1o a
specific group.  Our board of directors has adopted certain general management and allocation policies
to serve as goidelines in making decisions regarding the relationships between the Interactive Group
and the Capital Group with respect to matters such as tax liabilities and benefits, inter-group loans,
attribution of assets to cither group, financing alternatives, corporate opportunities and similar items.
These procedures are general and do mot provide specific guidance for addressing matters involving a
divergence of interests among holders of shares of stock relating to the two different groups, or among
holders of different series of stock relating to a specific group. Rather than develop additional specific
procedures in advance, our hoard of directors intends to exercise its judgment from time to time,
depending on the circumstances, as to how best to:

» obtain information regarding the divergence (or potential divergence)} of interests;
« determine under what circumstances to seek the assistance of outside advisers;

* determine whether a committec of our board of directors should be appuinted to address a
specific matter and the appropriate members of that committee; and

» assess what is In Its best interests and the best interests of all of our stockholders.
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Holders of shares of stock relating to a particular group may not have any remedies if any action by
our directors or officers has an gdverse effect on only that siock, or on a particular series of thar stock.
Principles of Delaware law and the provisions of our amended charter may protect decisions of our
board of directors that havc a disparate impact upon holders of shares of stock relating to a particular
group, or upon holders of any series of stock relating to a particular group. Under Delaware law, our
hoard of directors has a duty to act with due care and in the best interests of all of our stockholders,
regardless of the stock, or series, they hold. Principles of Delaware law established in cases involving
differing treatment of multiple classes or series of stock provide that a board of directors owes an equal
duty to all common stockholders and does not have separate or additional duties to any subset of
stockholders. Recent judicial opinions in Delaware involving tracking stocks have established that
decisions by directors or officers involving differing treatment of holders of tracking stocks may be
judged under the business judgment rule. The business judgment rule generally provides that a director
or officer of our company may be deemed to have satisfied his or her fiduciary duties to our company
if that person acts in a manner he or she believes in good faith to be in the best interests of our
company as a whole, and not of any single group of our stockholders. As a result, in some
circumstances, our directors or officers may be required to make a decision that is viewed as adverse to
the holders of shares relating to a particular group or to the holders of a particular series of that stock.
Therefore, under the principles of Delaware law referred to above and the business judgment rule, you
may not be able to challenge decisions that you believe have a disparate impact upon the stockholders
of the wo groups if our board of directors is disinterested, adequately informed with respect to its
decisions and acts in good faith, an behalf of all its stockholders.

Our board of directors may change the management and allocation policies ro the detriment of either
group without stockholder approval.  Our board of directors has adopted certain management and
allocation policies to serve as guidelines in making decisions regarding the relationships between the
Interactive Group and the Capital Group with respect to matters such as tax liabilities and benefits,
intes-group loans, attribution of assets to either group, financing alternatives, corporate opportunities
and similar items. Our board of dircctors may at any time change, or make exceptions to these policics.
Because these policies relate to matters concerning the day to day management of our company as
opposed to significant corporate actions, such as a merger involving our company or a sale of
substantially all of our assets, no stockholder approval is required with respect to their adoption or
amendment. A decision to change, or make exceptions to, these policics or adopt additional policies
could disadvantage one group while advantaging the other group.

Stockholders will not vote on how to aitribute consideration received in connection with a merger
involving our company among holders of Liberty Interactive common stock and Liberty Capital common
stock. Our amended charter does not contain any provisions governing how consideration received in
connection with a merger or consolidation involving our company is to be attributed to the holders of
Liberty Interactive common stock and holders of Liberty Capital common stock or to the holders of
different series of stock, and neither the holders of Liberty Interactive common stack nor the holders
of Liberty Capital common stock will have a separate class vote in the event of such a merger or
consolidation. Consistent with applicable principles of Delaware law, our board of directors will seek to
divide the type and amount of consideration received in a merger or consolidation invelving our
company between holders of Liberty Interactive common stock and Liberty Capital common stock in a
fair manner. As the different ways the board of directors may divide the consideration between holders
of stock relating to the different groups, and among holders of different series of stock, might have
materially different results, the consideration to be received by holders of Liberty Interactive common
stock and Liberty Capital common stock in any such merger or consolidation may be materially Jess
valuable than the consideration they would have received if they had a separate class vote on such
merger or consolidation.
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We may dispose of assets of etther the Interactive Group or the Capital Group withowt your approval.
Dclaware law requires stockholder approval only for a sale or other disposition of ail or substantially
all of the assets of our company taken as a whole, and our amended charter does not require a
separate class vote in the case of a sale of a significant amount of assets of either group. As long as the
assets attributed to either the Interactive Group or the Capital Group represent less than substantially
all of our assets, we may approve sales and other dispositions of any amount of the assets of that group
without any stockholder approval. Based on the current composition of the groups, we believe that a
sale of all or substantially all of the assets of esther group, on a stand alone basis, would not be
considered a sale of substantially all of the assets of our company requiring stockholder approval.

If we dispose of all or substantially all of the assets of either group (which means, for this purpose,
assets representing 80% of the fair market value of the total assets of the disposing group, as
determined by our board of directors), we will be required, if the disposition is not an exempt
disposition under the terms of our amended charter, to choose one or more of the following three
alternatives:

* declarc and pay a dividend on the disposing group’s common stock;

* redeem shares of the disposing group’s common stock according to ratios set out in our
amended charter; and/or

« convert all of the disposing group’s outstanding common stock into common stock of the other
group.

In this type of a transaction, holders of the disposing group’s commen stock may receive less value than
the valuc that a third-party buyer might pay for all or substantially all of the asscts of the disposing
group. In addition, there is no requircment that any such transaction be tax-free to the holders of the
disposing group’'s common stock.

Our board of directors will decide, in its sole discretion, how to proceed and is not required to
select the option that would result in the highest value to holders of either group of our common stock.

Holders of Liberty Interactive common stock or Liberty Capital common stock may receive less
consideration upon a sale of the assets attributed to that group than if that group were a separale company.
If the Interactive Group or the Capital Group were a separate, independent company and its shares
were acquired by another person, certain costs of that sale, including corporate level taxes, might not
be payable in connection with that acquisition. As a result, stockhalders of a separate, independent
company might receive a greater amount of proceeds than the holders of Liberty Interactive common
stock or Liberty Capital common stock would receive upon a salc of all or substantially all of the asscts
of the group to which their shares relate. In addition, we cannot assure you that in the event of such a
sale the per share consideration to be paid to holders of Liberty Interactive common stock or Liberty
Capital common stock, as the case may be, will be equal to or more than the per share value of that
share of stock prior to or after the announcement of a sale of all or substantially all of the assets of the
applicable group.

Following May 9, 2007, the first anniversary of the implernentation of our trackang stock structure
(absent an earlier riggering eveni), our board of directors may in its sole discretion elect to convert Liberty
Interactive common stock into Liberty Capital common stock, thereby changing the nature of your
investment and possibly diluting your economic interest in our company, which could reswdl in a loss in
value to vou. Our amended charter permits our board of directors, in its sole discretion, after May 9,
2007 (absent an carlicr triggering event), to convert each share of Liberty Interactive Series A, Series B
and Series C common stock into a number of shares of the corresponding series of Liberty Capital
common stock at a ratio based on the relative trading prices of the Liberty Interactive Series A
common stock (or another series of Liberty Interactive common stock subject to certain limitations)
and the Liberty Capital Series A common stock (or another series of Liberty Capital common stock
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subject to certain limitations} over a specificd 60-trading day period. We cannot predict the impact on
the market value of our stock of (1) our board of directors’ ability to effect any such conversion or
(2) the exercise of this conversion right by us. In addition, our hoard of directors may effect such a
conversion at a time when the market value of its stock could cause the stockholders of one group to
be disadvantaged.

Holders of Liberty Interactive commaon stock and holders of Liberty Caputal common stock vote
together and have limited separate voting rights. Holders of Liberty Interactive common stock and
Liberty Capital common stock vote 1ogether as a single class, except in certain limited circumstanees
prescribed by our amended charter and under Delaware law. Each share of Series B common stock of
each group has ien votes per share, and each share of Series A common stock of each group has one
vote per share. Holders of Series C common stock of either group have no voting rights, other than
those required under Delaware law., When holders of Liberty Interactive common stock and Liberty
Capital common stock vote together as a single class, holders having a majority of the votes are in a
position to conirol the outcome of the vote even if the matter involves a conflict of interest among our
stockholders or has a greater impact on one group than the other.

Our capital structure as well as the fact that the Interactive Group and the Capilal Group are not
independent companies may inhibit or prevent acquisition bids for the Interactive Group or the Capital
Group. 1f the Interactive Group and the Capital Group were separate independent companies, any
person interested in acquiring either the Interactive Group or the Capital Group without negotiating
with management could seek contrnl of that group by obtaining control of its ontstanding voting stock,
by means of a tender offer, or by means of a proxy contest. Although we intend Liberty Interactive
common stock and Liberty Capital common stock to reflect the separate cconomic performance of the
Interactive Group and the Capital Group, respectively, those groups are not separate entities and a
person interested in acquiring only one group without negotiation with our management could obtain
control of that group only by obtaining control of a majority in voting power of all of the outstanding
shares of common stock of our company. The existence of shares of common stock, and different series
of shares, relating to different groups could present complexities and in certain circumstances pose
obstacles, financial and otherwise, 1o an acquiring person that are not present in companies which do
not have capital structures similar to ours.

Changes in the tax law or in the interpretation of current tax law may result in the cessation of the
issuance of shares of Liberty Interactive common stock andjor Liberty Capital common stock or the
conversion of Liberty Interactive common stock into Liberty Capital common stock.  If, due to a change
in tax law or a change in the mterpretation of current tax law, there are adverse tax conscquences
resulting from the issuance of Liberty Interactive common stock and/or Liberty Capital common stock,
it is possible that we would not issue additional shares of Liberty Interactive common stock and/or
Liberty Capital common stock even if we would otherwise choose to do so. This possibility could affect
the value of Liberty Interactive common stock and Liberty Capital common stock then outstanding. In
addition, we may clect to convert Liberty Interactive common stock into Liberty Capital common stock,
thereby diluting the interests of holders of Liberty Capital common stock and changing the nature of
your investment, which could result in 4 loss in value.

It may be difficult for a third party to acquire us, even if doing so may be beneficial 1o our
stockholders.  Certain provisions of our amended charter and bylaws may discourage, delay or prevent
a change in control of our company that a stockholder may consider favorable. These provisions
include:

= authorizing a capital structure with multiple series of common stock, a Series B common stock
of each group that cntitles the holders to ten votes per share, a Serics A common stock of each
group that entitles the holder to one vote per share, and a Series C common stock of each
group that except as otherwise required by applicable law, entitles the holder to no voting rights;
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* authorizing the issuance of “blank check” preferred stock that could be issued by our board of
directors to increase the number of outstanding shares and thwart a takeover attempt;

* classifying our board of directors with stapgered three-year terms, which may lengthen the time
required Lo gain control of vur board of directors;

* limiting who may call special meetings of stockholders;

* prohibiting stockholder action by written conscnt, thereby requiring all stockholder actions to be
taken at a meeting of the stockholders; and

* cstablishing advance notice requirements for nominations of candidates for election to the board
of directors or for proposing matters that can be acted upon by stockholders at stockholder
meetings.

Our chairman, John C. Malone, has the power to direct the vote of approximately 30% of our
outstanding voting power and approximatcly 90% of our outstanding Series B shares.

Risk Factors Relating to Qur Company, the Interaciive Group and the Capital Group

The nsks described below apply to our company and to the businesses, assets and liabilities
attributable to both the Interactive Group and the Capital Group.

We do not have the right to manage our business affiliates, which means we are not able to cause those
affiliates 10 operate in a manner that is favorable to us. 'We do not have the right to manage the
businesses or affairs of any of our business affiliates (generally those companies in which we have less
than a majority stake) atiributed to either the Interactive Group or the Capital Group. Rather, our
rights may take the form of representation on the board of directors or a partoers’ or similar
committee that supervises management or possession of veto rights over significant or extraordinary
actions. The scope of our veto rights vary from agreement to agreement. Although our board
representation and veto righls may enable us to exercise influence over the management or policies of
a busincss affiliate, enable us to prevent the sale of matcrial assets by a business affiliate in which we
own less than a majority voting interest or prevent us from paying dividends or making distributions to
its stockholders or partners, they will not enable us to cause these actions to be taken.

If we fail to meet required capital calls to a business affiliate, we could be forced to sell cur interest in
that company, our interest in that company could be diluted or we could forfeit important rights. We are a
party to stockholder and partnership agreements relating to our equity interest in business affiliates
that provide for possible capital calls on stockholders and partners. Qur failure to meet a capital call,
or other commitment to provide capital or loans to a particular business affiliate, may have adverse
consequernces to us and the group to which that business affiliate is attributed. These consequences may
include, among others, the dilution of our equity interest in that company, the forfeiture of our right to
vote or exercise other rights, the right of the other stockholders or partners to force us to sell our
interest at less than fair value, the forced dissolution of the company to which we have made the
commitment or, in some instances, a breach of contract action for damages against us. Our ability to
meet capital calls or other capital or loan commitments is subject to our ability to access cash. See
“—A substantial portion of the consolidated debt attributed to each group is held above the operating
subsidiary level and we could be unable in the future to obtain cash in amounts sufficient to service that
debt and our other financial obligations” below,

The liguidity and value of our interests in our business affiliates may be affected by marker conditions
beyond our control that could cause us to 1ake significant impairment charges due to other than lemporary
declines in the market value of our available for sale securities. Included among the assets attributable to
each group are equity intetests in one or more publicly-traded companies which are accounted for as
available for sale securitics. The value of these interests may be affected by economic and market
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conditions that are beyond our control. We are required by U.S. generally accepted accounting
principles to determine, from time to time, whether a decline in the market value of any of those
investments below our cost for that investment is other than temporary. If we determine that the
decline is other than temporary, we are required to write down its cost to 2 new cost basis, with the
amount of the write-down accounted for as a realized loss in the determination of ret income for the
period in which the write-down occurs. We have at times realized significant losses due to other than
temporary declines in the fair value of certain of our available for sale securities, and our company and
either group may be required to realize further losses of this nature in future periods. A number of
factors are used in determining the fair value of an investment and whether any decline in an
investment is other than temporary. As the assessment of fair value and any resolting impairment losses
requires a high degree of judgment and includes significant estimates and assumptions, the actual
amount we may eventually realize for an investment could differ materially from our assessment of the
value of that investment made in an earlier period. In addition, our ability to liquidate these interests
without adversely affecting their value may be limited.

A substantial portion of the consolidated debt attributed to each group is held above the operating
subsidiary level, and we could be unable in the future to obtain cash in amounts sufficient 1o service thai
debt and our vther financial obligations.  As of December 31, 2006, Liberty Media LLC, which is a
wholly owned subsidiary of our company, had $7.7 billion principal amount of debt outstanding. Qur
ability to meet the financial obligations of Liberty Media LLC and our other financial obligations will
depend upon our ability to access cash. Our sources of cash include our available cash balances, net
cash from operating activities, dividends and interest from our investments, availability under credit
facilities, monetization of our public imvestment portfolio and proceeds from asset sales. There are no
assurances that we will maintain the amounts of cash, cash equivalents or marketable sccurities that we
maintained over the past few years.

The ability of our operating subsidiaries to pay dividends or to make other payments or advances
to us or Liberty Media LLC depends on their individual operating results and any statutory, regulatory
or contractual restrictions to which they may be or may become subject. Some of our subsidiaries are
subject to loan agreements that restrict sales of assets and prohibit or limit the payment of dividends or
the making of distributions, loans or advances to stockholders and partners.

Neither we nor Liberty Media LLC will generally receive cash, in the form of dividends, loans,
advances or otherwise, from our business affiliates. In this regard, we will not have sufficient voting
control over most of our business affiliates to cause those companies to pay dividends or make other
payments or advances to their partners or stockhoiders, including our company or Liberty Media LLC.

Both the Interactive Group and the Capital Group depend on a limited number of potential customers
for carriage of their programming. The cable television and direct-to-home satellite industries have been
undergoing a period of consolidation. As a result, the pumber of potential buyers of the programming
services attributable to these groups is decreasing. In this more concentrated market, there can be no
assurance that the owned and affiliated program suppliers attributed to cither group will be able to
obtain or maintain carriage of their programming services by distributors on commercially reasonable
terms or at all.

Rapid technological advances could render the products and services offered by both group's
subsidiaries and business affiliates obsalete or non-comperitive. 'The subsidiaries and business affiliates
attributed to each group must stay abreast of rapidly evelving technological develepments and offerings
to remain competitive and increase the wtility of their services. These subsidiaries and business affiliates
must be able to incorporate new technologies into their products in order to address the needs of their
customers, There can be no assurance that they will be able to compete with advancing technology, and
any failure to do so may adversely affect the group to which they are atributed.
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Certain of our subsidiaries and business affiliates depend on their relationships with third party
distribution channels, suppiiers and advertisers and any adverse changes in these relationships could
adversely affect our results of operations and those attributed to either group.  An important component of
the success of our subsidiaries and business affiliates is their ability to maintain their existing, as well as
build new, relationships with third party distribution channels, suppliets and advertisers, among other
parties. Adverse changes in existing relationships or the inability to enter into new arrangements with
these parties on favorable terms, if a1 ali, could have a significant adverse effect on our results of
operations and those attributed to either group.

Adverse events or trends in the industries in which the substdiaries and business affiliates antributed to
either group operate could harm that group. In general, the subsidiaries and business affiliates in both
groups are sensitive to trends and events that are outside their control. For example, adverse trends or
cvents, such as general economic downturns, decreascs in consumer spending and natural or other
disasters, among other adverse events and trends, could have a significantly negative impact on both
groups.

The subsidiaries and business affiliates antributable to each group are subject to risks of adverse
government regulation.  Programming services, cable television systems, the Internet, telephony services
and satellite carriers are subject to varying degrees of regulation in the United States by the Federal
Communications Commission and other entities and in foreign countries by similar entities. Such
regulation and legislation arc subject to the political process and have been in constant flux over the
past decade. The application of various sales and use tax provisions under state, local and foreign law
to certain of the Interactive Group’s subsidiaries’ and business affiliates’ products and scrvices sold via
the Internet, television and telephone is subject to interpretation by the applicable taxing authorities,
and no assurance can be given that such authorities will not take a contrary position to that taken by
thosc subsidiaries and business affiliates, which could have a material adverse effect on their business.
In addition, there have been numerous attempts at the federal, state and local levels to impose
additional taxes on online commerce transactions. Moreover, substantially every foreign country in
which our subsidiaries or business zffiliates have, or may in the future make, an investment regulates,
in varying degrees, the distribution, content and ownership of programming services and foreign
investment in programming companies and wireline and wireless cable communications, satellite and
telephony services and the Internet. Further material changes in the law and regulatory requirements
must be anticipated, and there can be no assurance that the business and the business of the affiliates
attributed te each group will not be adversely affected by future legislation, new regulation or
deregulation,

The success of centain of the groups’ subsidiaries and business affiliates whose businesses involve the
Intermet depends on maintaining the integrity of their systems and infrastructure. A fundarnental
requircment for online commerce and communications is the secure transmission of confidential
information, such as credit card numbers or other personal information, over public networks. If the
security measures of any of our subsidiaries or business affiliates engaged in online commerce were 1o
he compromised, it could have a detrimental cffect on their reputation and adversely affect their ability
1o attract customers.

Computer viruscs transnutted over the Internet have sigmficantly increased in recent years, thereby
increasing the possibility of disabling attacks on and damage to websites of our subsidiaries and
business affiliates whose businesses are dependent on the Internct. In addition, certain of the
subsidiaries and business affiliates attributed to each group rely on third-party computer systems and
service providers to facilitate and process a portion of their transactions. Any interruptions, outages or
delays in these services, or a deterioration in their performance, could impair the ability of these
subsidiarics and business affiliates to process transactions for their customers and the quality of service
they can offer to them.
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The success of certain of the subsidiaries and business affiliates attributed to each group is dependent
upon audience acceptance of us programs and programruing services which is difficult to predict.
Entertainment content production and premium subscription television program services are inherently
risky businesses because the revenue derived from the production and distribution of a cable program
and the exhibition of theatrical feature films and other programming depend primarily upon their
acceptance by the public, which is difficult to predict. The commercial success of a cable program or
premivm subscription television service depends upon the quality and acceptance of other competing
programs and films released into the marketplace at or near the same time, the availability of
alternative forms of entertainment and Ieisurc time activities, general economic conditions and other
tangible and intangible factors, many of which are difficult to predict. Audience sizes for cable
programming and premium subscription television program services are important factors when cable
tetevision and DTH satellite providers negotiate affiliation agreements and, in the case of cable
programming, when advertising rates are negotiated. Consequently, low public acceptance of cable
programs and premium subscription television program services will have an adverse effect on the
resulis of operations of the Interactive Group and the Capital Group.

Increased programming and conient costs may adversely affect profits.  Subsidiaries and business
affiliates attributable to each group produce programming and incur costs for all types of creative talent
including actors, writers and producers. These subsidiaries and business affiliates also acquire
programming, such as movies and tedevision series, from television production companies and movie
studios. An increase in the costs of pregramming may lead to decreased profitability,

Risk Factors Relating te QVC

The risks described below are unique to QVC, which constitutes the primary business attributed to
the Interactive Group.

QVC conducts its merchandising businesses under highly competitive conditions.  Although QVC is
the nation’s largest home shopping network, it has numerous and varied competitors at the national
and local levels, including conventional and specialty department stores, other specialty stores, mass
merchants, value retailers, discounters, and Internet and mail-order retailers. Competition is
characterized by many factors, including assortment, advertising, price, quality, service, location,
reputation and credit availability. If QVC does not compete effectively with regard to these factors, its
results of operations could be materially and adversely affected.

QVC’s sales and operating results depend on its ability to predict or respond to consumer preferences.
QVC(C's sales and operating results depend in part on its ability to predict or respond to changes in
comsumer preferences and fashion trends in a timely manner. QVC develops new retail concepts and
continuvusly adjusts its product mix in an effort to satisfy customer demands. Any sustained faflure to
identify and respond to emerging trends in lifestyle and consumer preferences could have a material
adverse affect on QVC’s business, Consumer spending may be affected by many factors outside of
QVC's control, including competition from store-based retailers, mail-order and Internet companies,
consumer confidence and preferences, and general economic conditions.

OVC'’s success depends in large part on its ability to recruit and retain key employees capable of
execuling 1y unigue business model.  QVC has a business model that requires it 1o recruit and retain
key employees with the skills necessary for a unigue business that demands knowledge of the general
retail industry, tclevision production, direct to consumer marketing and fulfillment and the Internet. We
can not assore you that if QVC experiences turnover of its key employees, they will be able to recruit
and retain acceptable replacements because the market for such employees is very competitive and
limited.
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